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independently.    The factor -^ as well as Pf and
p' would always be changing,, sometimes in one direction and sometimes in another, and X would also vary in amount.
In addition to the exchange of commodities for commodities which takes place between the two countries and the payment of interest on debt, and the capital transactions connected with borrowing and lending, there would in practical business be cross adjustments carried out between all the other countries with which the two had commercial and financial transactions.
The actual rate of exchange between any two countries would not, therefore, be determined simply by the equation between the transactions of these two countries with each other, but would be the net result of all the transactions which the whole of the countries had with each other. For each country the rate of exchange would be the outcome of the transactions which it had with all other countries.
The transactions affecting the rate of exchange between different countries are so numerous that it is impossible to tell beforehand what the rate of exchange between two countries that have not the same Standard of Value will be after the lapse of some time, and when a change has actually taken place it is impossible to ascertain